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Bureau of Loan Agencies,
Room 110, State House, Boston.
To the Commissioner oj Banks:
Sir:—In compliance with the provisions of Section 98, Chapter 140, General
Laws, Tercentenary Edition, the report of the Supervisor of Loan Agencies for
the license year ended September 30, 1935 is respectfully submitted herewith.
This constitutes the twenty-second public report of the activities of the Bureau
of Loan Agencies.
Licenses were issued during the year to two hundred and eight agencies. These,
with the operations of three companies specially chartered by the Legislature,
brought the total number of lenders who could lawfully make loans of $300 and
less in compliance with the small loans provisions of our statutes, to two hundred
and eleven.
Eleven agencies licensed the previous year did not apply for hcenses for this
year, due to various reasons. One license was not issued until October 29, 1934
although appHcation had been made and the bond executed. This delay was
due to difficulties experienced relative to the fee for the license. One lender
who had operated the previous year failed to apply so that the business could be
conducted continuously and therefore was unlicensed from October 1, 1934 until
December 10, 1934. The Citizens Finance Company of Lowell, which had been
licensed previously but this license had been suspended for various failures to
comply with requirements of the Supervisor, again applied for the year 1935
but unfavorable action was taken and the license was not issued. The Citizens
Finance Company of Boston, which had been previously licensed and its license
suspended during part of the previous year, was not permitted to apply for the
license year of 1935 due to failure to conduct its business in compliance with the
requirements of the Bureau of Loan Agencies.
The First Citizens Bankers Corporation of Lawrence, imder control of the
same parties that operated the Citizens Finance Companies of Lowell and Bos-
ton, was granted a license after some hesitation on the part of the Supervisor to
assume the responsibility for its operations, but because of failure to operate in
compliance with the statutes, the license was suspended on March 18, 1935 and
the suspension was not again lifted during the entire license year. The First
Citizens Bankers Corporation of Haverhill, also controlled by the same parties
that operated the three above-named corporations, was not licensed until October
17, 1934, due to a doubt on the part of the State authorities as to whether the
business was being properly conducted. This license was revoked on August 9,
1935, after two hearings before the Commissioner of Banks. This is the first
case in many years where it has been necessary to take such drastic action with
a licensee.
The Supervisor delayed action in the matter of licensing Fidelity Loan and
Finance Corporation due to certain conditions of operation during the year
ended September 30, 1934. This company was not permitted to apply for a
license until the latter part of October 1934. Upon assurances that the business
would be properly conducted, or the license taken away, the license was issued
on October 29, 1934. The license was again suspended in February 1935 and
later lifted, after the Supervisor had been satisfied that certain requirements
had been complied with.
One lender licensed the previous year applied for a license this year but
unfavorable action was taken by the Supervisor. All requirements were later
complied with and the Supervisor issued a license to this agency under date of
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October 6, 1934. Another lender operated as an unlicensed lender until October
18, 1934, because of dilatory action on his part in filing the necessary material in
order to comply with the law. The business of one agency was sold October 29,
1934 to another licensed agency in the same municipality. One agency gave up
operating in Boston and started business under its license in an adjoining town.
Several new applications were received and given favorable consideration. Un-
favorable action was taken on other applications and no licenses issued. The
Colonial Budget Plan, Inc., a licensed agency in Boston, experienced internal
financial difficulties in January 1935. The business was purchased by another
agency and the difficulties eradicated. It thus became "The M-A-C Plan, Inc.
of Boston."
The question of rates of charge is subject to continuing study by the Bureau.
The matter is far more complex than many people realize. The rate must be a
state-wide rate. It cannot be based exclusively on the experience of one or two
of the largest offices in our largest cities. It must take into account the average
office in the smaller communities which, however efficiently conducted, cannot
expect to obtain as large a volume of business.
The experience of other states proves conclusively that to fix the rate of
charge too low is to invite disaster. It is not only that the licensed agencies are
forced out of business. The great trouble is that the demand for loans continues
and with the law-abiding agencies closed, the borrowers are forced to turn to
bootleg lenders who promptly come into the state, do not take out licenses,
operate in defiance of law, employ harsh collection methods, and charge all the
traffic will bear — from 10 per cent a month to 120 per cent a month. In short,
if rates are fixed too low, it is the citizens of the state who need to borrow who
are the chief sufi"erers.
The problem is finally complicated by the fact that a rate may be fixed which
enables licensed agencies to make the larger loans, but under which it is economi-
cally impossible for them to extend a full loan service and to grant applications
for loans of $50 or $25, or even less. These very small loans are often of an
emergency character and the applicant is precisely the type who most needs the
protection of the law. The rate in New York is 3 per cent on the first $150 of a
loan and 2i/^ per cent on the excess, and certain charges (as for recording fees)
may be imposed. That rate would seem to be only slightly lower than the Massa-
chusetts maximum rate. Yet it is a matter of common knowledge that within
recent months the Grand Jury investigation into "rackets" in New York City
conducted by Special Prosecutor Dewey has disclosed and spread upon the
court records the cases of more than twenty unlicensed lenders making very
small loans and charging in excess of 1000 per cent per year. More than twenty
such unlicensed lenders have been convicted and sentenced to jail.
It is too early to pass final judgment, but obviously such a situation makes
every serious student of the rate question pause and consider. Such a situation
must be prevented from growing up in Massachusetts. The best preventive is
by having the little loans made by the regular licensed agencies and through
their weekly reports on loans made, the Supervisor can follow what every licensee
is doing in extending these small money credits.
The loans of which we are speaking are those that are not secured by any
normal or usual kind of collateral such as banking institutions commonly require.
Loans with ample security fall into a different category. Immediately after the
Soldiers' Adjusted Compensation bill became law and it appeared that loans
might be made, secured directly or indirectly by bonus certificates, a regulation
was promulgated restricting the rate of charge on any such loan to the minimum
charge of 1 per cent per month on the unpaid balances.
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Two hundred and five licensed lenders made 216,132 loans during the license
year ended September 30, 1935 amounting to $29,889,054.50, as compared with
198,536 loans made by two hundred and seven lenders for the year ended
September 30, 1934 amounting to $27,268,451.26. Twenty-one Morris Plan
companies made 43,177 of these loans in 1935 amounting to $6,029,489.80 and
one hundred and eighty-four other licensed agencies made 172,955 loans amount-
ing to $23,859,564.70. For the license year 1934 twenty-one Morris Plan com-
panies made 40,113 loans amounting to $5,640,738.11 and one hundred and
eighty-six other licensed agencies made 158,423 loans amounting to $21,627,713.15.
The net profit derived from these licensed loan agencies for the year 1935 was
7.13 per cent as compared with 5.60 per cent for the year 1934.
Respectfully submitted,
Earl E. Davidson,
Supervisor of Loan Agencies.
March 12, 1936,
Approved.
H. H. Pierce,
Commissioner of Banks.
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